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BY THE COMMISSION:

On September 29, 2006, an Application was filed with the
Nebraska Public Service Commission (the "Commission") by Kinder
Morgan, Inc. ("Kinder Morgan"), KM Retail Utilities Holdco LLC
("KM Retail Holdco™) (collectively "Kinder Morgan"™), Source Gas
Distribution LLC f/k/a KM Retail LLC (“Source Gas Distribution”)
(together with Kinder Morgan, the “KM Companies”), Source Gas

Heldings LLC (“Source Gas Holdings”), and Socurce Gas LLC
{“Source Gas”} (collectively the ™“Source Gas Companies” and
tocgether with the KM Companies, the “Applicants”), seeking

approval of (1) the proposed transfer of Kinder Morgan's Ne-
braska Certificate of Public Convenience and Nebraska retail
utility assets to Source Gas Distribution, and {(2) the propocsed
change of control of Source Gas Distribution from Kinder Morgan
to the Source Gas Companies (collectively "the Transaction").

Netice of the Application was published 1in The Daily

Record, Omaha, Nebraska, on Cctober 4, 2006. A Petition for
formal intervention was timely filed by the Public Advocate. A
Petition for informal intervention was timely filed Dby
Cornerstone Energy, Inc. Both petitions were granted by the

Commission in an c¢rder issued in the above-captioned docket on
November 21, 2006.

On February 12, 2006, the Applicants and Public Advocate
filed with the Commission a Joint Stipulation containing
Conditions of Approval ("Joint Stipulation") and resolving all
issues in this proceeding between the parties. A hearing was
heid on the abcve-captioned Application on February 14, 2007, in
the Commission Hearing Room, Lincoln, Nebraska. Appearances at
the hearing are indicated above.

THE PARTIES:

Kinder Morgan provides retail natural gas distribution
service to approximately 94,000 customers in about 180 Nebraska
municipalities, located primarily in the western two-thirds of
the state. Kinder Morgan's retail distribution operations in
Nebraska emplcoy appreoximately 230 persons.

Source Gas Holdings is presently owned by a subsidiary of

General Electric Company ("GE"}. GE operates many businesses
including power, aviation, entertainment, medical services and
also consumer and commercial financing. GE Energy Financial

Services (“GEEFS”) is a wholly-owned subsidiary of GE that has

been in existence in one form or ancther for nearly 30 years and
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is the entity through which GE manages its financial investments
in the energy - -industry. Currently, GEEFS manages an asset base
in excess of $13 billion in a wide variety of energy businesses
and assets, including electric power plants, electric trans-
missicn systems, natural gas pipelines, natural gas gathering
and processing systems, oil and gas reserves, and water and
wastewater systems.

Socurce Gas Holdings owns 100 percent of the equity interest
in Source Gas, which in turn owns 100 percent of the equity
interest in Source Gas Distributicn. Concurrent with the
Transaction described herein, up to 50 percent cof the interest
in Source Gas Holdings will be sc0ld to Alinda Investments LLC
(“Alinda”}, a Delaware limited liability company. Alinda 1is
backed by a U.S.-based institutional fund that makes long-term
investments 1in essential infrastructure assets that support
communities, business and government.

THE TRANSACTION:

Kinder Morgan has entered into a Purchase and Sale Agree-
ment, pursuant to which Kinder Morgan will sell, among other
things, 1its retail utility business in Nebraska, Wyoming and
Colorado to Source Gas LLC.

The sale and transfer of the Kinder Morgan's retail utility
business will be effectuated through a series of transactions
culminating in the ultimate ownership of the business by Source
Gas, LLC. Currently, Kinder Morgan's retail local distribution
facilities and operations have been operated as part of a
business unit of Kinder Morgan called KM Retail, and not as a
separate stand-alone entity. In order that such facilities and
operations may be sold, Kinder Morgan will first transfer these
retail facilities and operations into a separate legal entity
known as Source Gas Distribution, LLC. Kinder Morgan will then
sell 100 percent of its ownership interest in this new Kinder
Morgan entity to the Source Gas, LLC.

EVIDENTCE

In support of their Application, the Applicants offered the
pre-filed testimony of Daniel E. Watson, President of Kinder
Morgan Retail, and James F. Burgoyne, Managing Director of
GEEFS. Mr. Watson and Ben Breland, Vice-President of Regulatory
for Kinder Mcrgan, along with John Shepherd, Managing Director
of GEEFS, also testified at the hearing on behalf of Applicants.
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On behalf o¢f the Public and the ratepayers of Kinder
Morgan, the Public Advocate, Roger Cox, offered the pre-filed
testimony of William L. Glahn, a consultant with Dahlen, Berg
Consulting, Inc. Further, Mr. Cox testified at the hearing
concerning the Applicetion in the above-captioned matter.

Mr. Shepherd offered testimony on behalf of GEEFS and the
Source Gas Companies and explained that GE follows a buy-and-
hold philosophy and focuses its investments in companies that
demonstrate long-term stability and potential for growth. He
explained the ownership structure that would result from the
Transaction, with Source Gas owning 100 percent of the ownership
interest in the retail utility, Source Gas Distribution. Source
Gas will be wholly owned by Source Gas Holdings, which in turn
will be owned by a subsidiary of GE and its affiliate GEEFS, and
Alinda, an investment company with a similar long-term invest-
ment philosophy. Mr. Shepherd explained that GE was buying not
cnly utility assets, but alsc an experienced management team and
operational personnel. He noted that GE expects the utility
operations to continue to operate seamlessly after the Trans-
action, and believes that Source Gas Distribution presents
opportunities for growth in the retail natural gas business,
which should create even greater econcmies of scale for the
current utility.

Mr. Watson testified regarding the effect of the Trans-
action on the utility's ongoing operations in Nebraska. Mr.
Watson will continue as the President of the utility, Source Gas
Distribution, after the closing of the Transaction. Mr. Watson
further testified that the new utility will adopt Kinder
Morgan's current tariffs, and that no changes to rates and terms
and conditions of service will occur as a result of the Trans-
action. Mr. Watson testified that most or all of the utility's
current management team will remain with Source Gas Distribution
after the Transaction, and any personnel changes at the sub-
management level are expected to be minimal, and in any event
would not have a material impact on service to customers, or on
the cost of service.

Mr. Watson stated that very 1little will change in the
utility's day-to-day operation as a result of the Transaction.
Mr. Watson further testified that no acquisition, transaction,
or premium costs as a Tresult of the Transaction will be
recovered through rates or passed on to the ratepayers. Mr.
Watson does not expect the Transaction to affect the utility's
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access to capital or cost of capital and the utility's capital
structure and cost of capital fcr ratemaking purposes will re-
main materially unchanged. Mr. Watson testified that in his
opinion, the Transaction 1s in the public interest and will not
adversely affect the utility's ability toc serve its ratepayers.

Mr. Breland, the manager c¢f regulatory affairs for Kinder
Morgan and the prospective Chief Financial Officer of Scource Gas
Distribution, testified regarding certain financial implications

of the Transaction. Mr. Breland reiterated that no acguisition
premium or other adiustments will be recovered through rates or
passed on tc ratepayers as a result of the Transaction. Fur-

ther, Mr. Breland stated that no assets of the Nebraska gas
operation will be pledged as security or used as collateral for
any financing asscciated with the operations o¢f the jurisdic-
fional utility. Mr. Breland continued that the costs associated
with the operation of the Jjurisdictional utility assets in
- Nebraska will not be materially affected as a result of the
Transaction. Mr. Breland also addressed some of the gquestions
posed to the Applicants by the staff consultant.

Mr. Cox commented on the Transacticn and the testimony of
Mr. Glahn. Mr. Glahn's initial testimony set forth a list of
concerns he identified for the Public Advocate. Mr. Glahn's
supplemental testimony stated that fhose concerns had been
satisfactorily addressed. Mr. Cox stated that both the Public
Advocate and the consultant, Mr. Glahn, had no objection tec the
approval of the Application by the Commission and the finding by
the Commission that the Transaction would be consistent with the
public interest and would not adversely affect the ability of
the utility to serve its Nebraska ratepayers.

Mr. Jay Bovle, representing Local 7476 of the Commu-
nications Workers of America, alsco appeared and ccmmented during
the public comment portion of the hearing. Mr. Boyle stated
that Local 7476 represents certain bargaining unit employees of
Kinder Morgan, some of whom will become employees of Source Gas
Distribution as a result of the Transaction. Mr. Boyle com-
mented in faver of the Transaction, stating that the union’s
" support came as a result of meetings with the management of
Kinder Morgan and Source Gas Companies over the last couple of
months. Mr. Boyle stated further that the unicon was impressed
with the Applicant’s wvarious filings, including the representa-
tion that Scurce Gas Distribution intended to make minimal per-
sonnel changes at the sub-management level and would assume the
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current collective bargaining agreement between Kinder Morgan
and the union. :

The Applicants and the intervenors, entered into a joint
stipulated agreement prior to the February 14, 2007 hearing. In
the Joint Stipulation, the Applicants recommend approval of the
application and the Public Advocate and Cornerstone offer no
objection to the Commission approving the Application. Further,
all remaining issues between the parties in the above-captioned
proceeding were resolved in the Joint Stipulation. The Joint
Stipulation, signed by all parties, was admitted into evidence
at the February 14, 2007 hearing. The Joint Stipulation is
attached to this Order as Exhibit A and is incorporated intc the
terms of this order.

OCOPINIOTN AND FINDTINGS

The State Natural Gas Regulation Act (the "Act") Neb. Rev.
Stat. §§ 66-1801, et seq., requires Commission approval for the
reorganization or change of <control of any jurisdictional
utility serving customers in Nebraska. Specifically, the Act
provides:

The commission shall not approve any proposed
reorganization or change of control if the commission
finds, after public notice and public hearing, that
the reorganization or change of control will adversely
affect the utility's ability to serve its ratepayers.
Neb. Rev. Stat. § 66-1828(1) (2003 Supp.).

Likewise, the Act requires Commission approval for the
transfer of any franchise or certificate of convenience granted
to a jurisdictional utility serving customers in Nebraska. Spe-
cifically, the Act provides:

No franchise or certificate of convenience granted to
a Jurisdictional wutility shall be assigned, trans-
ferred, or leased unless the assignment, transfer, or
" lease has Dbeen approved by the commission as being
consistent with the public interest. Neb. Rev. Stat.
§ 66-1821 {2003 Supp.).

The Applicants assert that the proposed transfer of control
wiil benefit the customers of Kinder Morgan in a variety of
ways. The ©Source Gas Companies view the local distributicn
utility business as a tremendous investment opportunity. The
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Source Gas Companies state in the joint Application that they
intend to use the acquisition of Kinder Morgan’s natural gas
distribution segment as a platform upon which to grow. The
Source Gas Companies state that they are interested in long-term
investments and intend Source Gas Distribution to be a strong
player in the Nebraska gas distribution business for years to
come.

The Source Gas Companies bring a solid financial foundation
and access to substantial capital resources for the benefit of
the local distribution system in Nebraska and state they intend
to offer opportunity to expand and grow. GEEFS is investing its
own capital in the Kinder Morgan assets and will be looking for
ways to grow the Source Gas Companies over time and therefore,
state that there is no pressure to quickly return cash to third-
party investors, GEEFS core investment strategy 1s a buy-and-
held strategy. Because of the indirect involvement of GE and
its subsidiary GEEFS, the Applicants expect the Transaction to
have a positive impact on the bond ratings and financing costs
going forward. The long-term investment philosophy, coupled
with the significant financial resources will create a favorable
environment for growth and expansion across Kinder Morgan’s
retail service areas. ‘

The Source Gas Companies intend to create a corporate
structure that will establish a level of separation around its
companies, a measure of protection called “ring fencing.” These
protections will help ensure that the financial strength and
integrity of the wutility operations will not be adversely
impacted by the actiens of its parent. Source Gas will obtain a
separate investment grade credit rating from its affiliates,
which will be consistent with other entities within its peer
group.

Additionally, Source Gas Distribution will adopt all of the
Nebraska tariffs setting forth rates, charges, rules and
regulations currently on file with the Commission for Kinder
Morgan. The Applicants stated that there are no plans to change
in any material way the management team currently operating the
retail business. Further, the Applicants will not seek cost
recovery from Nebraska ratepayers of any transaction or tran-
sition costs related to the transactions.
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‘ Finally, the Applicants state that they do not anticipate
any material change 1in the operations due to the propoesed
Transaction. The quality of service, the day-to-day operation
of the utility, current gas supply contracting and management,
systems operation, maintenance activities, safety, customer ser-
vice and billing operations will all remain unchanged.

The Applicants also offered testimony regarding the inter-
relation of this Application in the above-captioned Docket and
the 2Application of Kinder Morgan, Inc. in Docket No. NG-0040
currently pending bkefore the Commission. The approvals sought
in Docket No. NG-C04C concern Kinder Morgan's proposal to beccome
a private enterprise wholly owned and managed by a group of
investors led by Richard Kinder, Kinder Morgan's Chairman and
CEO. Any order entered in relation to Docket No. NG-0040 and
the Stipulation therein would become moot 1if the Transaction
which is the subject of the Application in the above-captioned
Docket is consummated. '

Rased on the evidence, we find that the transaction will
not adversely affect the ability of Kinder Morgan to serve its
ratepayers and 1s consistent with the public interest, The
Application should be granted.

ORDER

IT IS TEEREFORE ORDERED by the Nebraska Public Service
Commission that the Application in Docket No. NG-003% be and is
hereby, approved. :

IT IS FURTHER ORDERED that the Joint Stipulation attached
to this order as Exhibit A, be and is hereby approved, and
Applicants shall comply with all applicable terms and conditions
in the Stipulation set forth in Exhibit A.

IT IS PFURTHER ORDERED that should the Transaction between
Kinder Morgan and the Source Gas Companies which is the subject
of the above-captioned proceeding not be consummated, then this
order and the Joint Stipulation attached hereto as Exhibit A
shail be of no force and effect and that the order entered by
this Commission in Docket No. NG-0040 shall in such instance
govern the matters addressed therein.
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MADE AND ENTERED at Lincoln, Nebraska, this 27th day of
February, 2007.

NEBRASKA PUBLIC SERVICE COMMISSION

COMMISSTCNERS CONCURRING

%’“ W’ ATTEST:
//5// Fod Jobnson %/WW

. Landis
//s// Frank E. Landi Executive Director

@Primeu wilh soy ink on recycied paperé




SECRETARY’S RECORD, NEBRASKA PUBLIC SERVICE COMMISSION

@Prinled with 5oy Ink on recycled paparé




-Application No. NG-0039 : S _ - Page 10
- : : Exhibit A
Page 1 of 15

BEFORE THE NEBRASKA PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE JOINT
APPLICATION OF KINDER MORGAN,
INC., SOURCE GAS DISTRIBUTION LLC,
- SOURCE GAS HOLDINGS LLC, SOURCE
~ GAS LLC AND SOURCE GAS MERGER CO
FOR APPROVAL OF (1) THE PROPOSED
TRANSFER OF ALL KINDER MORGAN,
~INC.’S CERTIFICATES OF PUBLIC

Application No. NG-0039 .

Joint Stipulation -

~ 'CONVENIENCE AND NECESSITY AND

 UTILITY ASSETS AND PROPERTIES TO
SOURCE GAS DISTRIBUTION LLC; AND
(2) THE PROPOSED CHANGE OF
. CONTROL OF SOURCE GAS
DISTRIBUTION LLC FROM KINDER -

SECEIVE

FEB 12 2007

NEBRASKA PUBLIC SERVICE
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7

~ MORGAN, INC. TO SOURCE GAS LLC COMMISSION

I JOINT STIPULATION
Kinder Morgan, Inc. (“Kinder Morgan”), KM Retail Utilities Holdee LLC ("KM Retail
~ Holdco")(collectively referred to throughout as "Kinder Morgan"), Source Gas Distribution LLC

fida KM Retail LLC ':(“'Seurce Gas Distribution™) (together with Kinder Morgan, the “KM

- Companies™), Source Gas. Holdings LLC (“Source Gas Holdings”), and Source Gas LLC

(“Source Gas”) (coliecﬁvely the “Source G'as Companies” and together with the KM Companies,

the “Apphcants” X 1nforma1 intervenor Cornerstone Energy, Inc. (“Comerstone”), and- the Public
, ‘Advocate for the State of Nebraska hereby submlt this joint stipulatmn to the Nebraska Public
Semce -Comm1ssmn (‘Comm13310 ) pursuant to NEB.REV.STAT. § 66-1828 and other
- '.apphcable prov1310ns of the State Natural Gas Regulatlon Act (the “Act”)
As more fully descnbed below, NEB. REV STAT. § 66- 1821 prov1des that no Ceruﬁcate of

Public Convenience or franchise (“CPC”) shall be transfe:_fred or assigned unless the a;ssigmm:nt

‘has been approve'd by the Commission as being consistent with the public interest. In addition, -

OM-226800-3 .
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of
NEB REV.STAT. § 66-1828, and other apphcable prov1s1ons of the Act, authonz CtIIE3 ( r?xmis}s?on

to review _and consider approval of any proposed reorganization or change of control of a
jurisdictional utility, as therein defined, and that provisionl_ specifically provides that the
Co_mmissiorr shall not approve any proposed reorganization or change of control 1f the
Commission shall find that the reorganiaation. or chanée of control w111 adversely affect the
utility’s ability to serve its ratepayers. | | - | |
Applicants recommerrd approval ot‘ ¢} the proposed transfer of 'Kinder ‘Morgan’s

.Nebraska CPCs and Nebraska retail utlhty assets to Source Gas Dlstnbutron, and (2) the
proposed change of oontrol of Source Gas Drsmbutlon from Kinder Morgan fo Source Gas
_ (coIlectwely “the Transaction").

. | After a thorougtr review of the Applicatiorl, testialony, -.informal discovery, and othei

_relevant documents submitted by Applicants, and contmgent upon Cornmlssmn consideration: of
~ the issues 1dent1ﬁed by the Public Advocate’s testlmony in this proceedmg, the Public Advocate
: does not object to the Comrmsswn issuing an order ﬁndmg that the proposed transfer of Kmder

Morgan’s Nebraska CPCs and Nebraska retati utility assets to Source Gas Dlstnbutlon is
| consmtent wrth the pubhc interest, and further ﬁndmg that the Transactron will not adversely
. 'affect Source Gas Distnbutlon s ablhty to serve its ratepayers Comerstone ‘does not object to
- the Commission i 1ssu1ng an order approvmg the Apphcatlon

- Accordingly, Apphcants respectﬁr_lly request._the GomrrﬁSsiOn to issue an order approving '

the Transaction. Ttre Public Advocate and Corilerstope._do‘hot object to this req,uestT Hereafter,

~the Applicants, 'the'PLtblic Advocate,*and Coroerstone coilectiﬁ?ely will be referred to as “the

_ Parties”.
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1.  JURISDICTION
'_The Commission generaﬂy has | jurisdiction over this ~ Application pursuant  to
~ NEB.REV.STAT. § 66-1804 of Act. Specifically, jurisdiction exists pursuznt to Secﬁon 66-1821
‘governing the transfer or assignmerit of a CPC, and Section 66-1828, which requires prior
approval by the Commission of any proposed reorganization or change of eontrol of a
_]unsdlctlon utlhty, as deﬁned under the Act.
WL PROCEDURAL HISTORY
bn September 29, 2006 Applicants filed an Application in the ebove-captioned
proceedi'ng. | | |
~ On September 29, 2006, Applicants ﬁled testimony in support of the Application.
Speeiﬁ'cally, Applicants submitted “Direct Testirrlorly of Daniel E. Watson” on behalf of KM
- Companies end “Direct Testimony ofI arnes F. Burgoyne” on behalf of Source Gas Companiee
-On September 29, 2006, Dlscovery on the Apphcatlon and Testlmony ﬁled in ﬂ:us case
bq;m, 7
" On October 4, 2006, the Commlssron issued its “Nonce of Apphcatmn” order ‘which was
published in The Dazly Record. |
On October 26, 2006 Applicants ﬁled a Motion for Protective Order along w1th a ._
, proposed Protectwe Order for Comm1ssmn Approval The Protectwe Order was approved by the -
.. Commission i m an order dated November g, 2006 |
Novernber 3, 2006, was established by the Comrmssron as the deadline for filing petitions |
: for intervention. Cornerstone filed a “Petition for Informal Intervention” on or about October 13,

3
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2006. - The Public Advocate of Nebraska filed a “Petition For Formal Intervention” on
November 3, 2006. Both Interventlons were granted in the Comxmssion’s November 21, 2006,
- Planning Confetenee Order. |
On 'No_vembet _._13, 2006, the- Commis_sion held its Planning Conference v_at the
- Cor_mnissio_n, Ther'e_dﬂe_r, the Parties and Conunission Staff heid a discussion regarding discovery
and additional areas of review regarding the investigatiod and revieW of the Applicdtion |
o On November 21, 2006 ‘the Commlssmn issued its Planning Conference Order |
_estabhshmg a procedural schedule for this proceedmg “The Comrmssmn further granted the |
formal and informal mterventlons adopted d1scovery procedures and set a Technical and
Prehearmg Conference to be held on January 17, 2007 in the Comrmssmn s Library. The
Commission ordered a Hea.rmg to be held on February 14, 2007 at 10:00 am. in the
Commission’s Heanng Room |
On November 20 ,2006 Applicants subnu'tted responses to-informal discovery requests
| proposed by the Pubhc Advocate durmg various mformal meetings or conference calls regarding
| the Appllcatlon Included in the Apphcants responses to mfon:nal discovery requests proposed
by the ,Pubhe Advocate were coples of the Apphca.nts’ responses to the initial discovery requests
served on the Apphcants in compamon proceedmgs pendmg in the State of Colorado and State
of Wyommg
Between September 29, 2006 and the present Apphcants and the Public Advocate held
| _ 'vanous d1scuss1ons and telephone conference cails regardmg the Apphcauon and areas of
, _dtscovery porsuant to the Pubhc Advocate sTeview of the Application

011 J anuary 16 2006, the Public Advocate ﬁled a “Notlce of Filing of Written Testzmony

' OfWﬂham L. Glahn.
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Simultaneous with the filing of this Joint Stipulation the Public Advocate filed a “Notice
of Filing of Supplemental Wmtten Testimony of William L. Glahn.”
At the request of the _Partiesr,'and due fo the égreément_ set forth in this Stipulation, the
Commisston has (-:ancelled the techﬁicalconfer_ence'aﬁd preheadng éo'nferﬁnce scheduled for
e J anuary 17,. 2007, in this proéeediﬁg;' A heai‘ing to consider ra'pproVal of the Stipulation
' ("Hearing) will be helti February 14, 2007 or as soon ﬁereaﬁer- as the matter may be heafd by 'th.e
. Commission. - | |
: IV. ‘ STIPﬁLATIONS |
The Parties jointly stipuiafe to the following: |
Application | . |
1.  The Application and associated exhibits filed by Applicants will be received into
. eyidence. | |
Testimony
1. The Parties agre_-,e that the filed tesﬁ;nony of Daniel E. Watson on behalf of KM
. Compaxﬁés, in support of the Apﬁlication’ will be received into -evid'cnce.
| 2. The Parties waive their right to crdsé-exémine Daniel E. Watson, and agree that
he Will not be requireci to appear at ﬁe }Heaﬁﬁg in this proceeding . |
. -3, The Partiég agree 'fhﬁt the filed testimé)ny of James F. Burgojme on 'béﬁalf '-of o
.Sou;rce Gas 'Comﬁanies in support of the Application will be received into evidence.
4 The Pamcs wawc their nght to cross-examine J ames F Burgoyne and agree that he
'wﬂl not be requlred to appear at the Hearing. - |
5. The Partics agree that the filed testimdny-of William L. Glahn, on behalf of the P_ﬁblic

' Advocate wilt be received into evidence.
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- 6. The Parties waive their right to cross-examine William L. Glahn, Witness for the
Public Advocate, and agree that he will not be required o appear at the Hearing in this
_ _proceedmg .

7 The Partxes stlpulate that, subject to the continuing protection of the Comrmssron 8

-' Protectrve Order in this proceedmg, each of the discovery responses of Applicants to the Public
'Advocate including eoples of the Apphcants’ responses to the initial dlscovery requests served
on the Apphcants in the companion proceedmgs in Colorado and Wyoming, will be recerved into R

ewdence._ Those r_esponses and'accompanymg attachments will be combined into one exhibit.

- _ Hearir_la 'Proeedlrres
1 The Parties agree that':the' Hearing may be conducted in a “legislative” style
format. ) |
2. | The Parties agree that Mr. Damel E. Watson and/or other representatlves of
K_mder Morgan may make a brief presentatlon on behalf of KM Companies and will answer
R questlons of KM Companies from the Partxes Commissioners, or Commission staﬁ" '
3. The Partles agree that Mr. John C. Shepherd and/or other representatlves of GE
Energy Fmancral Semces may make a brief presentatlon on behalf of the Source Gas Companies
' and ‘will answer questrons ‘of Source Gas Companies from the Partres, Corrmussroners or. '
. Cornmzssmn staff .
| 4. - The Partles agree that Mr. Roger Cox and/or other representatwe of the Public
. Advocate may make a brref presentatlon on behalf of the Pubhc Advocate. Mr. Cox. and/or other_
- representahve of the Public Advocate Wﬂl answer quest1ons of the Pubhc Advocate from the
- Parﬁes Comrmssmners or Commrssmn staff
- ] 5. | A court reporter will record any testimony or questions prov1ded at the Hearmg

6
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Transaeti'on
1. | The Apﬁlicants state that the proposed transfer of Kinder Morgan’s Nebraska
CPC and Nebraska retail utility assets to Source Gas Distribution is consistent with the public
interest. - The Public Advocate 'aru-i Coroeratone do' not object-to the Commission iésuing’ an order
| ﬁndmg that the proposed transfer of Kinder Morgan’s Nebraska CPCs and Nebraska retail utility
 assets to Source Gas Dlstnbutlon is consrstent with the public interest.
2 The Applicants state that the Transactlon does not adversely affect Source Gas
A Dlstnbutron 8 ablhty to serve its Nebraska- ratepayers The Public Advocate and Comerstone do
not object to the Commission issuing an order finding that the Transactiou dOes not adversely
affect Source Gas DiStribution’s ability to serve its Nebraska ratepayers. , |

Condltlons of Approval

1. | - The Apphcants agree that any acqursmon prermum or adjustment pald by the
Source Gas Compames for Kinder Morgan s Nebraska retarl utility assets that are subject of this
proceeding, as urel_l_. as any transaction costs resuiting from the Transaction, shallrbe excluded
ﬁom the utility accounts for rate making and Com'mission ﬁnancial reporting purposes and shall
not be recovered from ratepayers now or at auy time in the future The annual report Speclﬁed n
Paragraph 13 below wﬂl oontam a summary of each category of costs, 1f any, that i is reasonably ‘
1dent1ﬁed as either a transaction or trans1t1on cost. The categones of costs to be mcluded in the
. report shall mclude but shall not be limited to: bﬂhng and collecuon, customer semce legal '

' .:7 accountmg and ﬁnance regulatory; general operations; and field operatlons
2. The Apphcants agree the_re shall be no pledge of Nebraska Juris'dictional utility |
~ assets in connection with the Transaction. ~ Source Gas Dis_tri.bution shall not guarantee the-
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financial obli gatrons (including debt obhgatrons) of any of its affiliate or parent entities and shall
- not pledge its assets as secunty or collateral for any obligations not related to the provis_iorl of ..
regulated utility services. |
3 ~ The Applicarrts have provided V.the Public Adr/ocate and Commission with
discovery responses that demonstrate Source Gas Distribution’s estinraies ef emplejree 'cos_ts and |
-'costs related to co‘rporate cost allocation for retail utility operations before and after tire close of
'the Transactron and a sumlanty of such costs before and after the Transaction. The Apphcants
J,Zf;r;e that the costs associated with the operatlon of the Jurlsdrctlonal utﬂlty assets m Nebraska
-.wﬂl not be matenally affected as a result of the Transactlon, and agree that nothing in this.
Stlpulatlon shall alter or modlfy in any way Kinder Morgan’s and Source Gas Dlstnbutlon 8
'commﬂment in Docket No. NG—OO36 to not file a general base rate case w1th the Commissjon
pnor to June 1,2009. The Parties acknowledge that Source Gas.Distribution has agreed fo ﬁle.a |
Cost Ass1gmnent and Allocation Manual ("CAAM“) with the Colorado Pubhc Utlhtles'
. C'omrmssmn and Public Service Comrmssmn of Wyommg On or before December 31, 2007 |
Source Gas Dlstnbutlon w111 file a copy of the CAAM for mformatronal purposes with the
l. Comrmssmn with a copy to the Public’ Advocate.
4 The Applicants strpulate that Source Gas Distribution will notrfy the Cormmsswn'
. in the event of any transaction that results in a change in ownershlp of ten percent a O%) or more
of the voting caprtal stock or units of any of the Source Gas Comparies. ‘,
l 5. | The. Apphcants acknowledge that Neb.Rev. Stat §66 1827 prowdes in relevant-
: g_part that a Junsd1ct1ona1 utility shall not subject property used in 1ts mtrastate patiral gas ut111ty
- business in Nebraska to- an encumbrance for the purpose of securm_g- the paymerlt_ of arly new
-indebtedness or replacement indelatednees in an arrrount _e}rceedin'g $100 million attn'buted to. |

8
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‘Nebraska w1thout prior Comrrussmn approval, and Applicants agree to comply with thrs

statutory_ requrrement. The Applicants, on behalf of themselves and their successors arrd

assigns, further agree to submit timely written disclosure to the Commission and the Public
: 'Advocate in the event of (a) a change in ownershirj interest of ten percent (10%) of more of
“Source Gas Distribution or its successors and assignees; or (b) any transaction that results in the

sale of any portiort'of Source Gas Distribution’s Nebré."ska jurisdictional utility assets (whether .

. ~ then held by Source Gas Dlstnbutron or any successor or assign of Source Gas Drstnbutlon) fora

~ price that is greater than ten percent (10%) of the overall net book value of all of Source Gas
_'-Drsmbutron s Nebraska Jurrsd:tctlonal utility assets (wheﬂler then held by Source Gas
Drstnbm:lon Or any SUuCCessor or assrgn of Source Gas Dlstnbutlon) |
6; ~ The _Apphcants agree that Sou:rce Gas Dls'tribution will adhere to and apply the
e)rtsting tariffs of Kinder Morgan. Source Gas Distribution will provide.safe, adequate and
reliable service in accordance with the terms, conditions and rates curre_nﬂy set forth in those
| tariffs, and in accordance with any revisions to the tariffs as th_e éomrhission may approve or
require in the future. Source Gas Distribution agrees' to- provide access to books and records
V'pursuar_rt to th'e Act and CornmiSsion 'rulesr-'including, Where relevant and necessary, those of
parent or afﬁhate companies, that are necessary to verify or examine transactrons with any parent '
or afﬁhate compames that are not arm's length transactions and that drrectly affect Source Gas
lDlstnbutron s regulated utlhty operatlons in Nebraska In addltron, Source-Gas Drstnbutlon shall
‘maintain the necessary books and records $0° as to provrde an audlt trail for all corporate or
afﬁhate transactlons drrectly affecnng Source Gas D1str1but10ns regulated utﬂrty Operatlons in
Nebraska. No later than October i, 2008 and annually for three (3) years thereaﬁer (endmg
- October 1, 2010), Source Gas Dlstnbutron shall make an informational ﬁhng with the

9
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Comnuss1on, with a copy to the Pubhc Advocate compnsed of an affiliate transaction report
regarding transactions Vw1th any parent or affiliste companies that are not arm's length
‘transactions. The report will include the foI_lowiﬁg:
1) | An .orgamzaﬁonal chan_‘.- or summary describing the parent company and relevant
subsidiaries; | |
2y A nasra_tive -description of each afﬁliate_ with which Sour_ce ..Gas Distribution does
business, and a description of ‘what po_ljtion of the afﬁliat.e‘s.busiaess comes from
'Sou_rce'Gas' Disoibution; and
(3) A reﬁort of the. transactions between eacli .afﬁ]iat'e and Source Gas Dist{ibuﬁon,
. including a description of any inter-comi)any loans.
7. " Source Gas D1str1but10n agrees that in its next generai rate case proceedmg it shall
e propose a cap1ta1 structure and cost of debt for rate makmg purposes that are representative of
' | capital structures and costs of debt for. comparable utﬂlty compames in the Umted States havmg_
-. an mvestment grade debt ratmg o |
| 8. The Applicants do ot expect any material changes n tﬁe management of Source
' Gas Distﬁbution as a result of the‘Transaction. 'The Jurisdictional utility business in Nebraska
' will continue to be operated and service will contmue to be prowded by Source Gas Distribution
in essentlally the same manoer and w1th essenually ﬂ1e same personnel as Kinder Morgan has
operated the business and pr_owded- 'semce. Apphcauts_*acknowledgc that perscnnel changes wﬂ_l
occur over time as part of the rn'or'mal coﬁrse.of bus_in'ess, idcluding employee retirements. 7 The
annual report spéciﬁed in 'P:a:ragraph- 13 belost \x}iﬂ 'co'ntaix-l'a 'sothary. Vof employment levels.

- (including changes in numbers of employees in’ particuiar Jjab classifications) by departz-nent,
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division office, and/or operational business unit for Source Gas Distﬂbution’s Nebraska
jurisdictional utility business.

9. There will be no material change in gas supphes or upstream dehvery .
arrangements as a result of the Transaction described in the Apphcatlon The ex1st1ng gas supply
and upstream dehvery arrangements will continue to be safe, reliable and adequate after the
Transaction. | : | |

10 There will be no matenal change. i in customer service or billing operatlons as a

- result of the Transaction. Source Gas Distribution may change customer service or bllhng

{zendors in.the Ordinary course of business, as long as its customer service and billing operations -

continue to rehably serv_e customers.

11.  The Parties agree that the relevant statutes governing this Application are under

the Act, and, in particular, NEB. REV. STAT. § 66-1821 and -1828. Pursuant to the Act, the

Parties agree that the- Comnnssron has Junsdlctlon to approve the transfer or assrgnment of a

| CPC as well as the reorgamzatlon or change of control of a jurisdictional utility, and nothmg _
' h_erem shall limit the otherwise applicable regulatory authonty of the Comm_lss1_on. |

12, Subject to -tﬁe. reservati0ns set forth in this Stipulation, ‘the Applicants and

_ Comerstone agree that the Comrmssmn should issue an order approving the Transactlon and the
Pubhc Advocate does not object to the entry of an order approvmg the Transactlon |

13 Each year begmnmg in 2008, Wlthm 60 days after the anmversary date of the

| close of the Transactlon Source Gas Dlstrtbutlon wﬂl submit to the Cornm1ss1on, with copy

N prowded to the Pubhc Advocate an mformatmnal report which sets forth the annual comphance

status of each of the oommltments set forth in paragraphs 1, 2, 3 4,5,6,8 9and 10 of the

:Conditions of Approval, as contained herem. _ Such annual. compliance report_s shall specify, to

1
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the extent that any commitments have not been met, cofrective measures taken or proposed fo be
taken by Source Gas Distributioh, and shall be subject to further Commission review with
respeet to such corrective measures‘ Beginning aﬁer such informational report is filed in 2012,
_Souroe Gas DlStflbllthIl shall have the right to apply to the Comrmssmn, w1th copy provided to
- the Public Advocate for an order extmgmshmg in whole orin part the reqmrements set forth in
this patagraph.. |
V. PURPOSE _
B ThlS Stlpulatlon is mtended by the Part1es to be:a stipulation of the issues and hearmg
. procedures identified by Cornerstone the Pu’ohc Advocate and Cormmssmn Staff. | | L
| The Parties sﬁpulate and agree that the proposals, positions a.nd ad]ustments made or
obtained in this Stxpulatlon, whether express or unphed, are made or obtained only in 1 the spirit of
_ oompromiSe._ . The purpose of this Stipulation is to document the resolution of all issues in this .-
: ' proceeﬁing, the lack of objecti.on by the deﬁc Advocate to the approval of the Transaction’and
the recommendatlon of Apphcants and Cornerstone of Commission approval of the Apphcatlon
This Stxpulatlon is not mtended to and does not bmd either Comerstone or the Public Advocate
- to any pos1t10n that may be taken by either of them in another docket by any other ﬁlmg made
.under the Act. | |
VL - JOINT MOTION | e
| Sub]ect to the condltlons and reservatlons set forth herein, ‘the Parties hereby jointly
‘support and take aet10n to eneourage the Comrmssmn to promptly issue an Order ruimg on ﬂus
o ._ Stipulation and the Apphcatlon, m-lts entlrety, without further condition or mod}ﬁcanon. o

VII. CONDITION PRECEDENT
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Th1$ Stlpulatlon shall not become effective unless and until the Commission enters an |

Order approving this Stipulation in its entirety Without condition or modification.

VIIIL. PRIVILEGE AND LIMITATION

This Stlpuianon is made pursuant to Nebraska law, and except as otherwise noted herein

shall become binding upon the Parties upon its .execution, provided, however, thaf if this -

Sﬁpulaﬁon does not become effective in accordance with Article VI above, it shall be null, void . -

and pri_vﬂegéd. This Stipulation is intended to relate only to the specific matters referred to
herein; no party waives any claim or nght which it may 'oﬂlelwise have with respect t(_‘)‘ any
| matter not expressly provided for hérein; no .'party-shall'be deemed to have ,aﬁproved, accepted,

- agreed or consented to -any ratemaking methodology, ﬁng fen&ng conditions; “corporate
structure, or the resolutlon of any spemﬁc issue that may Lmderhe or be implied by the prowsmns.
of this St1pu1at10n or be prejuchced or bound thereby in any other current or future proceedmg
before the Public SemceCor_rmusswn. | |

IX. EFFECTIVENESS -

This Stipulation shall become effective upon CommiSsiOn approval withopt modification by a .

 final Commission oﬁier. Such order becomes “final” either by issuance'of a ‘C'ornimSSidn order
on rehearing or, if no "reheaﬁng request is filed, thirty (30) days aﬁer'ismance of the Commission

, Qrder'approving the Stipulation_pursuant té Neb. _R’ev. Stat. § 75—1:36, Notwithstanding any ofher

provision herein, this Sﬁpulaiioﬁ shall be null and void in the event the “T_ransacﬁdn“ defined

-'hcrein'd_()e?s_ 'not. close and, inr such evéﬁt; the Stipulatidn in the _Comm_iésion‘s Do‘Ck'ét No. NG- |

- 0040 shall continue to govern as set forth therein.
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_ | X. RESERVATIONS

A. This Stiputation is submitted pursuant to Nebraska law, and all Parties agree that, |
ruriless this Stipulation becomes effective as provided herein, this Stipuiation and any and all
-, -discussions related thereto, shall be privileged and shall not be admissible in evidence or in any

way used descnbed or discussed in any proceeding.

BJ © It is specifically undennood and agﬁmd ﬂuﬁ this Supwhnon rqnemnﬂs a
negot_iate_d Stipulation of the issues in this proceeding settled in a manner which is in the public

interest. The. provisions of this Stipulation are for purposes of Stipulation only and are not |
. mtended to have any precedential effect. o | | |

c .All Parties further understand and -agree that the provisions of this S_tipnlation

 relate only to the specific nratters referred to in this Stipulation and no party or person wa.ives ;
any claim or rlght which it otherwise may have w1th respect to any matters not expressly '
 ugnw&ﬂﬁnunms$mmmmn : . ;

D. : _All Parties further reserve the right to withdraw their support for this Sﬁpulatron
in the event that the Commission modifies the Stipulation and to contest any such Comrmssron
_order rnodrfymg the Stxpulatron
| , 7 XL CONCLUSION _

WHEREFORE for the reasons more fully described above, the Apphcants respectﬁ.llly |
| ) request and the Public Advocate and Cornerstone do not ob]eet to the Commission issuing an
B order grantmg approval of: (1) the pr0posed transfer of Kinder Morgan 'S Nebraska CPCs and o
Nebraska retarI utility assets to Source Gas Drstnbunon, and (2) the proposed change of control -
_.of Source -Gas D1str1but10n frorn Kmder Morgan to"Source Gas, and for such other and further

- relief as may be deemed just and equitable in the premiises.
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